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ANNOUNCEMENT. 


We have established an office at 158 State Street, Albany, New York, to afford 
special facilities to members of the Bar in the organization of corporations, and 
the adjustment of tax matters. 


The office will be in charge of Mr. Norman H. McLaren, formerly of our Jersey 
City and New York offices. 


DOMESTIC CORPORATIONS. 
DELAWARE. 


DIRECTORS CANNOT ACT EXCEPT AS A BOARD. The Court of Chan- 
cery of Delaware says: “The directors of a corporation act as a board and not as 
individuals. Neither a quorum nor a majority can act regularly in any other way 
than through a duly convened meeting, and their individual and several assents 
to a contract without a duly convened meeting is not the assent of the board and 
would be irregular.” Whether all the directors can assent unanimously without 
convening in meeting is discussed but not decided by the court. U. S. Fire Appa- 
ratus Co. v. G. W. Baker Machine Co., 94 Atl. 294. 

NEW INCORPORATIONS. The Midvale Steel and Ordnance Company, with 
a capital stock of $100,000,000, all common stock, was the largest corporation 
organized in the State in October. The charter was filed October 5, 1915. The 
charter contains the following provisions conferring broad powers on the board 
of directors: 

“Without assent or other action of the stockholders of this corporation, the Board 
of Directors may purchase, acquire, hold, lease, mortgage, pledge, sell and convey 
such property, real or personal, without as well as within the State of Delaware, 
as such Board of Directors may from time to time determine, and in payment for 
any property it may issue or cause to be issued stock of the corporation or bonds 
or other obligations thereof secured or unsecured. 

Without assent or other action of the stockholders of this corporation, the Board 
of Directors may from time to time receive subscriptions for or sell any or all of the 
then unissued capital stock of this corporation, whether the same be any of the 
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original authorized capital or of any increase thereof and shall be under no obligation 
to offer the same to existing stockholders. 

The Board of Directors, with the written assent, or pursuant to the affirmative 
vote in person or by proxy at any meeting called as provided by the by-laws, of the 
holders of three-fourths of the entire capital stock issued and outstanding, may 
sell, convey, assign, transfer or otherwise dispose of the property, assets, rights and 
privileges of the corporation, as an entirety, for such consideration whether cash or 
otherwise and on such terms as they may determine; but this provision shall not be 
construed as limiting the power of the Board of Directors without such or any assent 
or vote of the stockholders to mortgage or pledge and create liens upon any or all 
of the real or personal property of this corporation.” 


NEW YORK. 


REDUCTION OF CAPITAL STOCK. Where it is sought to reduce the 
capital stock of a corporation by the unanimous consent of stockholders expressed 
in writing, such written instrument should show the amount of the capital stock 
theretofoxe authorized, the proportion thereof actually issued, the amount of the 
reduced capital stock and the whole amount of the ascertained debts and liabilities. 

A statement, however, that the whole amount of the ascertained debts and lia- 
bilities is less than the amount to which it is sought to reduce the capital is a sub- 
stantial compliance with the requirement that the whole amount of the ascertained 
debts and liabilities should be stated. (Opinion of Attorney General August 30, 
1915.) 


DISSOLUTION. In Corporation Journal No. 51, see page 53, we made ref- 
erence to an opinion of the Attorney General that notice of the stockholders’ meet- 
ing required by Sec. 222 of the General Corporation Law could not be waived. 
Notice of the directors’ meeting in dissolution proceedings, however, may be waived 
as such notice concerns the directors only. (Opinion of Attorney General, August 
11, 1915.) 


GENERAL 


During September the number of charters filed in the five leading corporation 
states were as follows: New York 766, Delaware 165, New Jersey 120, Virginia 
90, Maine 29. 


FOREIGN CORPORATIONS, 
ALASKA. 


FOREIGN CORPORATIONS NOT PROTECTED BY INTERSTATE COM- 
MERCE RULE. In the last number of The Corporation Journal (see p. 54) we 
referred to the case of W. J. Van Schuyver & Co. v. S. O. Breedman, holding that a 
foreign corporation engaged solely in interstate commerce in Alaska cannot main- 
tain an action in the courts of the Territory unless it has obtained authority to do 
business in accordance with Chap. 23 of the Civil Code. The court quotes as 
authority the opinion of the Supreme Court of U. S. in International Harvester 
Co. v. Kentucky, 234 U. S. 579, in which it was held that although the company 
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was conducting its business in the manner usually recognized as interstate commerce 
it was within the jurisdiction of the State to the extent of being amenable to service 
of process. In applying this to the Alaskan situation the District Judge said: 

“It is true that this case arose over a question as to the amenability of the 
Harvester Company to process served upon it or one of its agents in the State 
of Kentucky, but on the question as to whether or not it was ‘doing business’ 
within the State of Kentucky the case seems to me controlling. It may be 
said that the Harvester Company was ‘doing business’ within the State of 
Kentucky in the sense only that it was thereby rendered amenable to service 
of process out of the courts of Kentucky, but it was not doing business within 
the meaning of the corporation laws requiring foreign corporations to file its 
articles of incorporation, reports, appointment of agents, etc., before it was 
authorized to do business, or to bring suit upon its contracts in such state. But 
if it was ‘doing business’ for one purpose, it was doing business for all purposes 
that were lawful, and within the meaning of all laws that were valid and 
constitutional. 


“The only reason why laws similar to those in Chapter 23 of the Civil Code 
of Alaska have been held unconstitutional when applied to foreign cc.:pora- 
tions doing business in another state only by traveling salesmen or solicitors 
is that such application of said laws imposed a burden on interstate commerce 
or attempted to regulate interstate commerce which right or power is by the 
Constitution of the United States expressly reserved to the Congress of the 
United States. 

“Counsel for the plaintiff has suggested that Congress, in legislating for 
Alaska, acts only as the local or state legislature might for its state, but the 
fact remains that Congress has the power under the Constitution on this sub- 
ject, and having exclusive jurisdiction over the territories, as Alaska, it has 
legislated, and such legislation cannot be held unconstitutional.” 

The case was not appealed and the decision is at present the unchallenged law 
of Alaska. Hence every corporation doing business in that territory through 
traveling salesmen or by other methods which would bring it within the protection 
of the interstate commerce clause in any state must in order to protect its contracts 
obtain authority to do business under Chap. 23 of the Civil Code. 


Sec. 661 of that Chapter provides that every corporation or joint-stock company 
organized under the laws of the United States, or the laws of any state or territory 
of the United States shall, before doing business within Alaska file certified copies 
of its charter and a financial statement with officers of the Territory, and also appoint 
an agent for service of process. Such corporation must also file an annual statement 
in the same form as the financial statement first required. The penalty for failure 
to comply és a fine of $25, for each day of neglect and every contract made by the 
corporation or its agents during the period of neglect is voidable at the option of 
the other party thereto. The fees payable at the time of qualifying amount to 
about $50; the annual license tax is $15, to which must be added the tax on business 
and trades provided by Sec. 2564 of the Compiled Laws of Alaska if the corporation 
falls within the classes designated. 

Further information regarding the cost and procedure may be obtained from our 
nearest office. 


67 


















THE CORPORATION JOURNAL 


MANITOBA. 


HOLDING LAND IN THE PROVINCE is expressly permitted to foreign 
corporations licensed under the provisions of R. S. M. 1913, ch. 35, (Sec. 113) but 
the power is prohibited to unlicensed foreign corporations by Sec. 120. The Mani- 
toba King’s Bench holds that an unlicensed foreign corporation cannot maintain 
an action for specific performance of an agreement to acquire land in Manitoba, 
although it was not doing business in the Province. North Wyoming v. Butler, 
23 D. L. R. 274. 


PENNSYLVANIA. . 


CORRECTION. Philadelphia & Gulf Co. v. Clark referred to on page 56 of 
The Corporation Journal is incorrectly cited. The correct reference is 59 Pa. 
Superior Court 415. 


WASHINGTON. 


INTERSTATE COMMERCE. A corporation chartered in Minnesota and 
conducting mining operations in Alaska, employed a purchasing agent in Seattle, 
paying kis salary, office rent and expenses. The name of the agent and of the 
corporation appeared in the directories; but the purchasing agent could make no 
purchases which were not approved by the corporation. The U. S. District Court, 
W. D. Washington, N. D., held that the corporation was not doing business in 
Washington so that service of summons upon the purchasing agent would give 
the court jurisdiction over the corporation. Johanson v. Alaska Treadwell Gold 
Mining Co., 225 Fed. 270. 






















SPECIAL LICENSES. 


















NEW YORK. 


FURNISHING INFORMATION as to personal character and as to the charac- 
ter or kind of business or occupation of persons, firms and corporations necessitates 
taking out a license under Sec. 70 of the General Business Law. A corporation 
having for its purpose, as stated in its Certificate of Incorporation, among other 
things, the following: to conduct a bureau for the collection, for the transmission 
to and exchange between corporations, partnerships and individuals of information 
generally, is subject to the provisions of Sec. 70, when the company actually does 
furnish, or holds itself out to furnish, information regarding the personal character, 
business and financial standing of individuals. Any person, firm or corporation 
doing such business without a license is guilty of a misdemeanor. (Opinion of 
Attorney General, Sept. 1, 1915.) 





TAXATION. 
MASSACHUSETTS 


STOCK TRANSFER TAX. We quote as follows from a recent circular issued 
by ‘he Tax Commissioner of Massachusetts: 

“Your attention is called to Chapter 770, Acts of 1914, as amended by Chapter 
238, Acts of 1915, entitled, ‘An Act to Provide for the Taxation of Transfers of 
Stock.’ 

This statute imposes a tax upon all sales and agreements to sell, and upon all 
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deliveries or transfers of shares or certificates of stock of all corporations, whether 
domestic or foreign, and of all voluntary associations existing under a written in- 
strument or declaration of trust where the beneficial interests are divided into 
transferable certificates or shares. 

It does not, however, apply to the original issue of stock nor to an agreement 
evidencing the deposit of stock certificates as collateral security for money loaned 
thereon, since the stock certificates are not actually sold, nor to such stock certifi- 
cates; nor to the transfer of stock certificates of a deceased person to his executor 
or administrator, although all transfers from an executor or administrator to trustee 
and beneficiaries are taxable; nor to the transfer of stock certificates by a trustee 
to his successor or co-trustee under the same trust. 

The rate of taxation is two cents on each one hundred dollars or fraction thereof 
of the face (par) value. Where the certificate has no face value the tax is levied at 
the rate of two cents on each one hundred dollars, or fraction thereof, of the selling 
value as determined by the sale. 

The payment of the above tax is denoted by the affixing of adhesive stamps. It 
is the duty of the seller to procure, affix, and cancel these stamps. 

Stamps shall be placed upon the books of the company when the evidence of 
transfer is shown only by these books. The stamps shall be placed upon the cer- 
tificate where the change of ownership is by transfer of a certificate. In case of an 
agreement to sell or where the sale is effected by the delivery of the certificate 
assigned in blank, there must be made and delivered by the seller to the buyer a 
bill or memorandum of such sale, containing the date of the transaction, the name 


of the seller and of the stock to which it relates and the number of the shares, and 
this bill of sale must be preserved for at least two years. 

In every case where a stamp is used to denote the payment of the tax, the person 
using or affixing the stamp must cancel it by writing or stamping thereon the initials 
of his name, and the date upon which the stamp is attached. He must also cut or 
perforate the stamp in a substantial manner so that it cannot be used again.” 


PENNSYLVANIA. 


CAPITAL STOCK TAX. By Act No. 336, p. 730, Laws of 1915, the time for 
filing the capital stock report has been changed from November to February, and 
will hereafter be made for the calendar year. The Act provides that if a corpora- 
tion certifies to the Auditor General that its fiscal year closes on a date other than 
December 31, and that it makes its report to the federal government as of such 
date, it may in the discretion of the Auditor General be permitted also to file its 
capital stock report for its fiscal year. With regard to this fiscal year provision, the 
Attorney General has ruled that he will for the present require all reports to be 
made for thc calendar year. Applications for leave to file for the fiscal year will 
not be considered until the Auditor General’s Department has adjusted itself to 
the many changes and new duties imposed on it by the Laws of 1915. 


WEST VIRGINIA. 


THE ANNUAL LICENSE TAX is collected annually from 4,500 domestic- 
resident corporations, 1,800 domestic-non-resident corporations and 300 foreign 
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curporations, according to the last report of the Auditor General of West Virginia. 
These corporations will henceforth also pay an excise tax to the State (see Corpora- 
tion Journal, p. 22.) West Virginia long since ceased to be a favorable state for 
incorporation of non-resident corporations. The heavy tax burdens now added 


will no doubt result in the reorganization of many West Virginia Corporations 
under the laws of other states. 


INCOME TAX. 


RULINGS AND REGULATIONS 


Since our last issue (See The Corporation Journal, p. 63) a mimeograph letter 
has been sent out by the Treasury Department to Collectors and Revenue Agents 
regarding delinquent withholding returns. It holds that the liability of a with- 
holding agent for failure to deduct the tax is not affected by the fact that the amount 
is reported by the taxpayer in his personal return. Such liability still exists until 
the tax has been received by the Government. When a withholding agent has 
been found to have failed to withhold the tax, he will be required to file a return 
showing “his liability for the tax therein reported. He may at the same time file a 
claini for abatement of such items as can be shown to have been paid by the in- 
dividual taxpayers. Failure to file the withholding return,renders the withholding 
agent liable for the specific penalty of $20 to $1,000, which may be compromised. 
The 50% addition to the tax for failure to make return and the 100% addition for 
intentional false or fraudulent return will not be assessed against withholding 
agents. (p. 499.) 

A letter to a New York firm of attorneys holds that dividends declared from the 
surplus of a corporation earned and accumulated during the life of a deceased stock- 
holder are taxable in the hands of the executor of the decedent in the year they 
are received. (p. 500.) 

Private banks having a formal organization, a distinctive name and a fixed 
situs are held to be associations taxable under the law—and not partnerships. 
(p. 501.) 

(NOTE: The page references above are to our Income Tax Service in which 
these rulings and regulations are printed in full. Some of the rulings are formal 
treasury decisions. Others are contained in letters in answer to specific questions.) 


WAR TAX 
RULINGS AND REGULATIONS 


An important ruling has been issued modifying the earlier ruling (T. D. 2073) 
regarding transfers of stock through brokers. Heretofore it has been understood 
that a transfer of stock on the books of a corporation from a customer to his broker 
or alternatively from a broker to his customer was not taxable, as the transfer 
through the broker is merely for convenience and does not vest actual title in the 
broker. This is now limited to cases where the stock certificate is merely delivered 
with an assignment in blank to the broker. If the transfer is actually effected 
on the books the tax must be paid. (p. 286.) 

A person engaged in business in purchasing stocks, bonds, notes, etc., solely for 
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himself, and for investment purposes, is a broker within the meaning of the law and 
must pay the special tax. (p. 287.) 

Where the abstract of judgment is not a necessary part of a court proceeding, 
the certificate of the County Clerk attached thereto is subject to the stamp tax. 
(p. 288.) 

(NOTE: The page references above are to our War Tax Service in which these 
rulings and regulations are printed in full.) 


FEDERAL RESERVE. 


RULINGS AND REGULATIONS. 


Informal rulings regarding redemption of unfit notes, investment of trust funds 
by national banks, commodity paper, clearing-house examinations of federal reserve 
banks, rebates of discounts, applications for trustee powers, joint foreign branch 
banks of two or more national banks, extent of real estate loans and commissions 
on warrants and acceptances appear on pages 320 to 325. The Law Department 
has published an opinion on the deduction of federal reserve bank stock from tax 
assessments levied on shareholders of member banks; (p. 325) on federal reserve 
notes and national bank notes as reserves for state member banks; (p. 329) on 
statements of condition of state member banks, (p. 330) and on the eligibility of 
national banks in Oregon to act as trustee, etc., (p. 331). 


(NOTE: The page references are to our Federal Reserve Act Service which 
reports in full all rulings and regulations under the Federal Reserve Act.) 


TRADE COMMISSION. 


No rulings or regulations have been issued by the Federal Trade Commission. 


U. S. SUPREME COURT. 


THE DOCKET FOR THE OCTOBER TERM 1915 contains twelve original 


actions and six hundred and thirty actions on appeal. The Income Tax cases before 
the Court are: 


No. 140 Frank R. Brushaber vs. Union Pacific R. R. Company; 

No. 213 John F. Dodge ef al vs. James J. Brady, Collector; 

No. 359 John R. Stanton, vs. Baltic Mining Company; 

No. 393 Tyee Realty Company vs. Charles W. Anderson, Collector; 

No. 394 Edwin Thorne vs. Charles W. Anderson, Collector; 

No. 396 John F. Dodge ef al vs. Wm. H. Osborn, Commissioner. 

These* cases, except No. 396, have been argued and opinions will be handed 
down in due course. For other references see Corporation Journal pages 24 and 64. 

No. 246, Charles W. Anderson vs. The Forty-two Broadway Company is the 
only Corporation Excise Tax case now before the court. 

Two cases, No. 253 and No. 254, John S. Donald, Secretary of State, vs. The 
Philadelphia & Reading Coal & Iron Company, and James A. Frear, as Secretary of 
State, vs. The Western Union Telegraph Company, involve the right of foreign 
corporations in Wisconsin to remove causes from the state to the federal courts. 
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The Sherman Anti-Trust Law is before the court in No. 289, United States vs. 
Hamburg-Amerikanische Packetfahrt Actien-Gesellschaft et al and the cross appeal, 
No. 332. The defendants are charged with the offense of attempting to monopolize 
the transportation of third class passengers between American and European ports. 

No. 318 is the case of International Harvester Company vs. United States. 
Judge Sanborn’s dissenting opinion in the lower court received wide attention. 

The several cases referred to in The Corporation Trust Company Journal No. 46 
March, 1915, on “Doing Business’’ in Massachusetts have been appealed under the 
title of Cheney Brothers Co. ef al vs. Massachusetts (No. 314). It will be inter- 
esting to note to what extent the court will support the views of the Massachusetts 
judges. 

No. 351 is the case of Looney vs. Crane Company, also referred to in Journal 
No. 46, in which the Attorney-General and Secretary of State of Texas were restrained 
from collecting the annual franchise tax on the capital and surplus of a foreign 
corporation. 

No. 542, Pick vs. Jordan, is the case wherein the Supreme Court of California 
reversed itself and held that the annual license tax in that state was constitutional 
although ‘based on the entire authorized capital stock of foreign corporations. In 
deciding this case the Federal Supreme Court will have an opportunity to distinguish 
between its former decisions in the Western Union and Pullman Company cases 
against the State of Kansas, 216 U. S. 1, 56 and 216, and the Baltic Mining Com- 
pany and S. S. White Dental Manufacturing Company cases against Massachusetts, 
231 U. S. 68. 

OUR SUPREME COURT SERVICE will report these and many other cases 
of importance to its subscribers as soon as possible after the opinions are handed 
down. The opinions are sent in pamphlet form to subscribers. 

The decisions of the lower courts in all cases on the Supreme Court Docket are 
digested by this department of our company and kept on file in each of its offices 
for inspection by subscribers to the service. 

Information regarding the service may be obtained from our nearest office. 


NEW PUBLICATIONS. 
VOTING TRUSTS. Harry A. Cushing, Esq., of the New York Bar has written 
a treatise on voting trusts. (Voting Trusts, by Harry A. Cushing, Price $1.50. 
The Macmillan Company, New York.) The book contains an interesting history of 
the voting trust, a discussion of the contents of voting trusts, the law and forms. 
STATE LAWS CONCERNING FOREIGN CORPORATIONS, a report of 
the Commissioner of Corporations. This document of the Bureau of Corporations, 
now a part of the Federal Trade Commission analyzes and compares the foreign 
corporation statutes of the various states. The purpose of the report is to facilitate 
the movement for greater uniformity in the laws of the several states with respect 
to this subject. Copies may be obtained from the Superintendent of Documents, 
Washington, D. C. Price 25 cents. We have on hand a small supply of copies 
of this report which will be distributed to those interested without charge. Requests 
may be addressed to our nearest office. 
THE CORPORATION JOURNAL should be kept in a binder for convenient 
reference, We furnish a substantial binder for $1.50, 
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